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STATE OF SOUTH CAROLINA 
~htte ~uoget ano Olontrol ~oaro 
DIVISION OF GENERAL SERVICES 
CA RR OLL A . CAMP BELL. JR ., C HAIRMAN 
GOVERNOR 
GRADY L. PATTERSO~. JR . 
STATE TREASU RER 
EARLE E . MORR IS, JR. 
COMPTR OLLER GENERAL 
July 13, 1990 
Mr. Richard W. Kelly 
Director 
RI CHARD W . KELLY 
DIVISION DIRECTOR 
MATER IALS MANAGEMENT OFFICE 
1201 MAIN STREET, SU ITE 600 
COLUMBIA, SOUTH CA ROLINA 29201 
(803) 737·0600 
JAMES J. FORTH , JR . 
ASSISTANT DIVISION DIRECTOR 
Division of General Services 
1201 Main Street, Suite 420 
Columbia, South Carolina 29201 
Dear Rick: 
JAMES M. WADDELL, J R. 
CHAIRMAN , SENATE FINANCE COMMITTEE 
ROBERT N. McLELLAN 
CHAIRMAN, WAYS AND MEANS COMMITTEE 
JESSE A . COLES. JR ., P h.D . 
EXECUTIVE DI RECTOR 
I have attached the procurement audit report of the Department of 
Mental Health and recommendations made by the Office of Audit and 
Certification. I concur and recommend the Budget and Control 
Board grant the agency a three (3) year certification as outlined 
in the audit report. 
$~4, 
James J. Forth, Jr. 
Assistant Division Director 
JJF/jm 
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EXECUTIVE DIRECTOR 
We have examined the procurement policies and procedures of 
the Department of Mental Health for the period July 1, 1988 
through September 30, 1989. As a part of our examination, we 
made a study and evaluation of the system of internal control 
over procurement transactions to the extent we considered 
necessary. 
The purpose of such evaluation was to establish a basis for 
reliance upon the system of internal control to assure adherence 
to the Consolidated Procurement Code and State and Department 
procurement policy. Additionally, the evaluation was used in 
determining the nature, timing and extent of other auditing 
procedures that were necessary for developing an opinion on the 
adequacy, efficiency and effectiveness of the procurement system. 
The administration of the Department of Mental Health is 
responsible for establishing and maintaining a system of internal 
control over procurement transact i ons. In fulfilling 
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this responsibility, estimates and judgements by management are 
required to assess the expected benefits and related costs of 
control procedures. The objectives of a system are to provide 
management with reasonable, but not absolute, assurance of the 
integrity of the procurement process, that affected assets are 
safeguarded against loss from unauthorized use or disposition and 
that transactions are executed in accordance with management's 
authorization and are recorded properly. 
Because of inherent limitations in any system of internal 
control, errors or irregularities may occur and not be detected. 
Also, projection of any evaluation of the system to future 
periods is subject to the risk that procedures may become 
inadequate because of changes in conditions, or that the degree 
of compliance with the procedures may deteriorate. 
Our study and evaluation of the system of internal control 
over procurement transactions as well as our overall examination 
of procurement policies and procedures were conducted with due 
professional care. They would not, however, because of the 
nature of audit testing, necessarily disclose all weaknesses in 
the system. 
The examination did, however, disclose conditions enumerated 
in this report which we believe to be subject to correction or 
improvement. 
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Corrective action based on the recommendations described in 
these findings will in all material respects place the Department 
of Mental Health in compliance with the South Carolina 
Consolidated Procurement Code~ ensui~gulations. 
R. vit Shealy~ger 
Audit and Certificat1on 
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BACKGROUND 
Section 11-35-1210 of the South Carolina Consolidated 
Procurement Code states: 
The (Budget and Control) Board may assign dif-
ferential dollar limits below which individual 
governmental bodies may make direct procurements 
not under term contrats. The Division of General 
Services shall review the respective governmental 
body ' s internal procurement operation, shall 
verify in writing that it is consistent with the 
provisions of this code and the ensuing regula-
tions, and recommend to the Board those dollar 
limits for the respective governmental body ' s 
procurement not under term contract. 
Section 11-35-1230(1) of the South Carolina Consolidated 
Procurement Code states in part: 
In procureme nt audits of governmental bodies 
thereafter, the auditors from the Division of 
Gene ra l Services shall review the adequacy of 
the system ' s internal controls in order to 
ensure compliance with the requirements of 
this code and the ensuing regulations. 
The Department of Mental Health ' s current procurement 
certification expires September 13, 1990. This audit was 
performed primarily to determine if recertification is warranted. 
Additionally, the Department requested the following 
recertification limits: 
Procurement Areas 
Medical Supplies, Hospital 
Equipment, Germicides 
Underpads, Diapers 
Hospital Sundries excluding 
Underpads and Diapers 
Goods and Services 
Requested Certification Limits 
$300,000 Total annual contracts 
600,000 Total annual contracts 
400,000 Total annual contracts 
50,000 Per purchase commitment 
Consultant/Contractual Services 250,000 Per purchase commitment 
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SCOPE 
The Office of Audit and Certification conducted an 
examination of the internal procurement operating procedures and 
policies and related manual of the Department of Mental Health 
for the period July 1, 1988 through September 30, 1989. Our on-
site review was conducted November 28, 1989 - January 26, 1990 
and was made under the authority as described in Section 11-35-
1230(1) of the South Carolina Consolidated Procurement Code. 
The scope of our audit included, but was not limited to 
review of the following: 
(1) Two hundred forty randomly selected procurement 
transactions 
(2) Block sample of five hundred sequentially numbered 
purchase orders 
(3) One hundred interdepartmental transfer vouchers (IDT ' s) 
( 4) Review of procedures and progress made to procure 
professional services for the administration, facilities, 
and Community Mental Health Centers 
(5) Ten permanent improvement projects and minor construction 
projects for approvals and compliance with the Manual for 
Planning and Execution of State Permanent Improvements 
(6) All sole source procurements 
(7) All emergency procurements 
(8) All trade-in sales 
(9) Minority Business Enterprise Plan approval 
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SUMMARY OF AUDIT FINDINGS 
Our audit of procurement management at the Department of 
Mental Health, hereinafter referred to as the Department, produced 
findings and recommendations in the following areas: 
I. Sole Source Procurements 
A number of sole source professional services 
contracts should be procured competitively. 
II. Compliance -Multi-Term Contract 
One multi-term contract was not supported 
by the required written determination. 
Also, the contract had no criteria for 
price escalations at extension time. 
III. Violation of the South Carolina Printing 
Services Manual 
The Department accepted an overrun of printed 
forms which exceeded the State Printing Ser-
vices Manual's tolerance. 
IV. Procurement Award Procedures 
Our review of procurement procedures resulted 
in several recommendations for improvements. 
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V. Real Property Leases 
We noted one real property lease that was 
not approved by the Division of General 
Services. 
VI. Test of Direct Expenditures 
The Department utilizes a direct expenditure 
system to make certain procurements and 
authorize payments by the Community Mental 
Health Centers. We noted three instances 
where the Centers were not in compliance 
with the Code and the Department ' s internal 
procedures. 
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RESULTS OF EXAMINATION 
Our audit of the procurement system of the Department of 
Mental Health produced the following findings: 
I. Sole Source Procurements 
We examined the quarterly reports of sole source 
procurements and all available documents for July 1, 1988 through 
September 30, 1989. This review was performed to determine the 
appropriateness of the procurement actions taken and the accuracy 
of the reports submitted to the Division of General Services. We 
found these procurements to be proper and accurately reported with 
the exception of the area of Community Mental Health Centers 
professional services contracts as follows: 
Since our last audit, the Contracts Administrator for 
professional services for the Community Mental Health Centers has 
developed procedures to determine the number and type of contracts 
outstanding, monitor the expiration of these contracts and ensure 
that these professional services contracts are renewed in 
accordance with the Consolidated Procurement Code. Many contracts 
that were already in place have been continued by sole source 
justifications until the current / original contracts expire. We 
agreed with this procedure as a short term solution to this 
problem. 
A number of professional services contracts for programs 
such as Short Term Crisis Stabilization, Child and Adolescent 
Crisis Stabilization, Residential Horne Care Facilities and 
Counseling Services have already been competitively procured 
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through the request for proposal ( RFP) source selection method. 
However, there are still a number of other professional services 
that should be procured by the RFP method upon their expiration. 
Additional progress is needed to eliminate these sole source 
procurements that total over $4.5 million annually. 
We recommend that the following types of professional service 
contracts be procured using the request for proposal method upon 
expiration of the current contracts: 
Type Services # Contracts 
Basic Living Skills 
Basic Living Skills & 
Activity Therapy 
Living Skills 
Living Skills & 
Activity Therapy 
Group Living Skills 
Activity Therapy 
Recreation Activities 
Supervised Apartment Living 
Structured Residential Home 
High Structured Residential 
Home 
Community Resident Treatment 
Community Youth Treatment 
Youth Homes / Day Treatment / 
Foster Care 
Youth Treatment Home 
Crisis Stabilization 
Crisis Care 
Respite Care 
Crisis Beds 
Comprehensive Care Program 
6 
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4 
1 
1 
3 
1 
1 
1 
1 
1 
1 
1 
1 
3 
2 
1 
1 
1 
DEPARTMENT RESPONSE 
Estimated Annual Cost 
$1,258,000.00 
506,000.00 
369,800.00 
114,000.00 
283,125.00 
42,000.00 
65,700.00 
109,500.00 
165,885.00 
425,000.00 
180,193.00 
105,000.00 
250,000.00 
160,000.00 
143,700.00 
95,814.00 
14,000.00 
16,800.00 
460,459.00 
Our contracts officer is currently working with State Procurement 
with eight of the contracts, which have been solicited of RFP 
B001448. Upon this collec tiv e award approximately two million 
dollars of sole sources will be eliminated. Other RFP ' s are being 
planned which will further reduce the dollar amount of sole 
sources, and DMH will continue to utilize the RFP method in 
procurement of professional services whenever appropriate. 
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II. Compliance - Multi-term Contract 
We noted one multi-term janitorial contract that was not 
supported by the required written determination. The original 
contract allowed for four annual extensions. However, we could 
not find a provision in the contract which allowed for a price 
increase at each extension. 
The purchasing office must ensure that multi-term 
determinations are prepared in accordance with Section 11-35-2030 
of the Procurement Code. Furthermore, if the Department intends 
to allow for vendor price increases for subsequent years of a 
contract, the escalation method should be so stated in the 
original contract package. Increases may be based on a pricing 
index, annual inflation rate or some other method. 
DEPARTMENT RESPONSE 
Correction has been made on the multi-term contract which was not 
properly documented. Also, price escalation clause will be 
inserted in future multi-term contracts. 
III. Violation of the South Carolina Printing Services Manual 
Purchase order 25902 was issued for $2,906 to procure 
105,000 forms. The printer shipped 112,600 forms, and the 
Department paid for the higher number. 
Item 16 of the General Provisions section of the South 
Carolina Government Printing Services Manual stated at the time of 
this purchase: 
Unless otherwise stated in the specifications, 
overruns or underruns shall not exceed: 10% for up 
to 99,999 each, 5% for 100,000 to 499,999 each; 1% 
for 500,000 each and more. 
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The overrun accepted by the Department exceeded the 
allowable tolerance and should have been refused. Thus, this 
transaction is in violation of the Printing Services Manual. 
We recommend that future overruns in excess of the allowable 
tolerance, as specified in the Printing Services Manual, be 
refused. 
Furthermore, if the forms are dated or for a one time 
purchase, the purchase order should be noted "no overages will be 
accepted." We note that the South Carolina Government Printing 
Services Manual has been revised effective February 1, 1990 and 
the tolerance on overruns has been reduced further. 
DEPARTMENT RESPONSE 
Our warehouse receiving point has been notified to advise this 
office on receipt of printing overruns so that we may take steps 
to have this practice dicontinued. 
IV. Procurement Award Procedures 
We noted four problems that should be addressed to meet Code 
requirements and tighten procurement procedures. The following 
missing or incorrect documentation should be corrected prior to 
future awards. 
(1) Bid tabulations were not signed and witnessed in many 
cases - Ref: Code Section 11-35-1520(6). 
( 2) Bid tabulations were not in some bid folders, especially 
where only one bid was received. Ref: Regulation 19-445.2050(A). 
( 3) Three purchase orders showed different payment terms than 
was bid by the successful vendors. 
( 4) Delivery dates were not shown on purchase orders. These 
should come from the bid forms submitted. 
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DEPARTMENT RESPONSE 
We have redesigned the award form by addition of a line for 
signature of a witness to the bid opening. Clerical errors 
involving payment terms, etc., will be more closely monitored to 
allow for correction before bid is awarded and the order is 
written. Delivery dates will be stated on orders when extremely 
critical conditions exist, and follow-up is conducted based upon 
delivery dates specified in the vendor ' s bid. 
V. Real Property Leases 
The Department failed to obtain the approval of the 
Division of General Services, Real Property Management Section, 
for a twenty-three month office lease. The annual rental 
agreement was for $13,392.00 or $1,116.00 per month for the 
twenty-three month agreement. Community Mental Health Centers are 
exempt from these approval requirements. However, all other 
leasing requirements for real property are subject to General 
Services' approval as outlined in Section 11-35-1590 of the Code. 
We recommend that the existence of this lease be reported to 
the Real Property Management Section. 
DEPARTMENT RESPONSE 
The lease in question is being reported to Real Property 
Management, and future leases by this component of our agency, 
Programs for Individuals with Autism, will be procured in 
conformity with Section 11-35-1590 of the S.C. Consolidated 
Procurement Code. 
VI. Test of Direct Expenditures 
The Department utilizes a direct expenditure system called 
the Flla process to make certain procurements and authorize 
payments against established contracts. Authority for these 
transactions is clearly delegated to centers, facilities and 
departments if procurements are made within the guidelines of the 
12 
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Code and the Department ' s Procurement Procedures Manual. We noted 
the following exceptions to this process. 
The following payments for office furniture and equipment 
were made via the Flla process using the small purchasing 
procedures. A Community Health Center artificially divided the 
orders to avoid competition and its authority limitation. These 
i terns should have been combined and competitively sealed bid. 
Each award was based on telephone quotes and each order was kept 
below $1,500.00. 
Voucher Number 
13942 
13943 
13944 
13945 
13946 
13947 
Amount 
$ 1,498.31 
1,197.00 
1,498.82 
1,197.00 
1,375.76 
1,406.21 
$ 8,173.10 
Description 
Office furniture 
Office furniture 
Chairs, shredder 
Same as voucher 13943 
Chairs, tables 
Office furniture 
Regulation 19-445.2100, Subsection A, states in part ... 
"procurement requirements shall not be artificially divided by 
governmental bodies as to constitute a small purchase ... " 
Because the Community Health Center exceeded its procurement 
authority, ratification must be requested from the Department ' s 
Commissioner in accordance with Regulation 19-445.2015. 
Voucher 46803 for $3,747.70 was for repairs to an air 
conditioning system at one of the Community Mental Health Centers. 
The job was awarded on an original low quote of $793.00 for 
repairs . The Center increased the scope to include a new 
condensing unit, a new cooling coil, a new air handler blower, 
motor rewiring and other parts and materials needed for 
installation. Poor handling of the situation by the Center 
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resulted in a significant scope expansion being made without 
additional cost estimates being obtained. The Center should have 
declared this an emergency procurement, obtained additional quotes 
and submitted the procurement to the purchasing office for 
reporting to General Services. 
Another Center processed voucher 60868 for $2,646.66 for 
vehicle repairs without declaring the procurement an emergency and 
submitting it to the purchasing office for reporting. 
The purchasing office should continue to conduct purchasing 
seminars for the Centers. We commend them for their educational 
efforts thus far. However, we believe additional training is 
needed. 
DEPARTMENT RESPONSE 
We are in the process of obtaining information from the Center 
which is cited in this section for not adhering to the Code, and 
upon satisfactory explanation of why this transaction occurred and 
assurance that this will not happen again, the Commissioner will 
ratify this action. 
The two repair vouchers are indeed emergencies, and as such 
amended reports will be made to reflect this fact. 
Further continuing in-service education is being conducted with 
Center personnel involved in the daily procurement process to 
ascertain that all aspects of the Code, with revisions, are 
adhered to. 
It is our intent to comply in all aspects of obtaining the goods 
and services for this agency in complete compliance with the South 
Carolina Consolidated Procurement Code. We appreciate the help 
your office gives us in this endeavor. 
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CERTIFICATION RECOMMENDATIONS 
As enumerated in our transmittal letter, corrective action 
based on the recommendations described in the body of this report, 
we believe, will in all material respects place the Department of 
Mental Health in compliance with the South Carolina Consolidated 
Procurement Code and ensuing regulations. 
The Department should complete this corrective action by 
April 30, 1990. We will perform a follow-up review to determine 
if this has been done. 
Under the authority described in Section 11-35-1210 of the 
Procurement Code, subject to this corrective action, we recommend 
the Department of Mental Health be recertified to make direct 
agency procurements for three ( 3) years up to the limits as 
follows: 
Procurement Areas 
Medical Supplies, Hospital 
Equipment, Germicides 
Underpads, Diapers 
Hospital Sundries excluding 
Underpads and Diapers 
Requested Certification Limits 
$300,000 Total annual contracts 
600,000 Total annual contracts 
400,000 Total annual contracts 
Consultant/Contractual Services * 250,000 Per purchase commitment 
Goods and Services 
* 50,000 Per purchase commitment 
*This limit means the total potential purchase commitment whether 
single-year or multi-term contracts are used. 
15 
Ja s M. Stlles, PPB 
Audit Manager 
ager 
I 
I 
I 
I 
II 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
STATE OF SOUTH CAROLINA 
~htte ~uoget ano Qiontrol ~oaro 
CARROLL A. CAMP BELL , JR .. CHAIRMAN 
GOVERNOR 
GRADY L. PATTER SON. JR . 
STATE TREASURER 
EARLE E. MORRIS. JR . 
COMPTROLLER GENERAL 
July 6, 1990 
DIVISION OF GENERAL SERVICES 
RI CHARD W . KELLY 
DIVISION DIRECTOR 
MATERIALS MANAGEMENT OFFICE 
1201 MAIN STREET. SU ITE 600 
COLUMBIA. SOUTH CAROLINA 29201 
(803) 737-0600 
JAMES J . FORTH. JR . 
ASSISTANT DIVISION DIRECTOR 
Mr. James J. Forth, Jr. 
Assistant Division Director 
Division of General Services 
1201 Main Street, Suite 600 
Columbia, South Carolina 29201 
Dear Jim: 
JAMES M. WADDELL , JR . 
C H AIRMAN, SENATE FINANCE COMMITTEE 
ROBERT N. McLELLAN 
CHAIRMAN, WAYS AND MEANS COMMITTEE 
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EXECUTIVE DIRECTOR 
We have reviewed the response to our audit report of the South 
Carolina Department of Mental Health covering July 1, 1988 
September 30, 1989. Combined with observations made during our 
site visit and subsequent discussions with agency officials, the 
review of the response has satisfied us that the Department of 
Mental Health has corrected the problem areas found. 
We, therefore, recommend that the certification limits for the 
Department of Mental Health outlined in the audit report be 
granted for a period of three (3) years. 
Sincerely, 
~~tt ~~nager 
Audit and Certification 
RVS/jm 
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